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September 25, 2002

Via Hand-Delivery

K. David Waddell

Executive Secretary

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37219

Re: Chattanooga Gas Company Tariff Establishing a Performance-Based
Rate Making Mechanism; Docket No. 01-00619

Dear Mr. Waddell:

Enclosed are the original and thirteen (13) copies of the Performance-
Based Rate Making Tariff of Chattanooga Gas filed consistent with the TRA’s Order
in this docket.

Please contact me if you have any questions.

Sincerely,

D. Billye Sanders
Attorney for Chattanooga Gas Company

DBS:1lmb
Enclosures
cc: Mr. Archie Hickerson, Manager-Rates
Mr. Earl Burton, Manager, Marketing/Rates

729342.1
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Performance-Based Ratemaking
Applicability

This Performance-Based Ratemaking Mechanism (PBRM) is designed to encourage the utility to maximize its gas
purchasing activities at minimum cost consistent with efficient operations and service reliability. Each plan year
will begin July 1. The annual provision and filings herein will apply to this annual period. The PBRM will continue
until it is either (a) terminated at the end of a plan year or by not less than 90 days notice by the Company to the
Authority or (b) modified, amended or terminated by the Authority.

Overview of Structure

The Performance-Based Ratemaking Mechanism establishes predefined monthly benchmark indexes to which the
Company’s commodity cost is compared. This PBRM does not modify the method of calculating the Purchased
Gas Adjustment as set forth in TRA Rule 1220-4-7 or provide for any sharing of gas cost in excess of the benchmark
or savings when gas is purchased below the benchmark. .

Benchmark Index

Each month, Chattanooga will compare its actual commodity cost of gas to the appropriate benchmark amount. The
benchmark gas cost will be computed by multiplying actual purchase quantities for the month, including quantities
purchased for injection into storage, by the appropriate benchmark price index. v ’ ,

Spot Market Purchases:

The monthly spot market benchmark is the “Index” price published in the first issue of the
delivery month of Inside FERC’s Gas Market Report in the table titled “Price of Spot Gas
Delivered to Pipelines,” denoted in the column labeled “Index” and the row for the applicable
“Pricing Point.”

Swing Purchases

For swing purchases, the benchmark “ Index” price for gas delivered on any day upon which Gas
Daily is published, is equal to the Gas Daily-Midpoint price for the immediately following day
under the heading “Daily Price Survey.” For gas delivered on Saturday, Sunday, or any other day
upon which Gas Daily is not published, the price index is equal to the Daily-Midpoint for the
nearest subsequent day published by Gas Daily. :

Long-term purchases

For long term purchases, i.e., a term more than one month, the “Index” price published in the first
issue of the delivery month of Inside FERC’s Gas Market Report in the table titled “Price of Spot
Gas Delivered to Pipelines” denoted in the column labeled “Index” and the row for the ‘applicable
“Pricing Point” will be adjusted for the Company’s rolling three-year average premium paid to
ensure long-term supply availability during peak periods.

City Gate Purchases

For city gate purchases where gas is delivered by the supplier to the local distribution company,
the indexes will be adjusted for the avoided transportation costs that would have been paid if the
upstream capacity were purchased versus the demand charges actually paid to the supplier.

McLaughlin, President ' Effective: September 11, 2001

‘Issued on: January 25, 2002
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Performance-Based Ratemaking (Continued)

‘| Prudence Determination

If Chattanooga’s total commodity gas cost for the plan year does not exceed the total benchmark amount by one
| percentage point (1%) for a plan year ending after June 30, 2000, Chattanooga’s gas cost will be deemed prudent
and the audit required by Tennessee Regulatory Authority’s Administrative Rule 1220-4-7-. 05 is waived. If during
any month of the plan year, the Company’s commodity gas cost exceed the benchmark amount by greater than two
percentage points (2%), the Company shall file a report with the Authority fully explaining why the cost exceeded
the benchmark. .

Filing with the Authority

The Company will file an annual report not later than 60 days following the end of each plan year identifying the
actual cost of gas purchased and the applicable index for each month of the plan year.

Unless the Authority provides written notification to the Company within 180 days of such reports, the annual filing
shall be deemed in compliance with the provisions of this Service Schedule.

Periodic Index Revisions

Because of changes in the natural gas marketplace, the price indices used by Chattanooga, and the composition of
Chattanooga’s purchased gas portfolio may change. The Company shall, within 30 days of identifying a change to a
significant component of the mechanism, provide notice of such change to the Authority. Unless the Authority
provides written notice to Chattanooga within 30 days of the Company’s notice to the Authority, the price indices
shall be deemed approved as proposed by the Company.

McLaughlin, President ‘ Effective: September 11, 2001
Issued on: January 25, 2002




